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Resumption  without  Contraction. 


To  all  citizens  who  care  more  for  national  prosperity 
than  for  individual  aggrandizement,  the  suggestions  of  the 
following  article  towards  Currency  Reform,  are  respect- 
fully submitted  for  consideration. 

True  statesmanship  will  always  act  on  general  principles, 
and  disdain  to  rely  on  temporary  expedients.  Its  first 
care  will  be  for  stability.  It  will  aim  to  make  its  work 
permanent ; and  will  provide  for  all  necessary  changes  of 
detail,  in  a way  not  to  disturb  the  general  plan.  In  re- 
organizing our  finances,  let  us  first  determine  the  kind  of 
Currency  we  want,  and  then  perfect  a sim.ple  mechanism 
for  its  supply  to  the  extent  needed  bv  our  varying  re- 
quirements ; some  system  which  will  be  as  good  fifty  years 
hence  as  now.  If  the  National  Banks  do  not  furnish  us 
the  kind  of  Currency  we  want,  devise  a better  source ; but 
let  us  have  something  settled.  I am  told  that  Congress  in- 
tends to  tide  over  the  Currency  Question  till  after  the  next 
Presidential  Election ; but  wo  to  the  party  or  men  who, 
before  the  rendering  of  the  verdict  of  next  Nov^ember,  shall 
stand  convicted  of  causing  this  delay.  The  people  demand 
that  the  present  session  shall  be  one  of  business  and  of 
results ; they  require  that  something  shall  be  concluded. 
Having  with  unexampled  virtue  and  sacrifice  affirmed  the 
perpetuity  of  the  Republic  and  the  sanctity  of  individual 
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rights,  they  now  insist  that  the  ravages  of  war  shall  he 
repaired,  and  material  interests  conserved.  Bending  be- 
neath the  burdens  of  taxation,  they  have  become  intolerant 
of  the  wordy  warfare  of  their  rulers,  and  of  the  prostitu- 
tion of  high  places  by  a shameless  parade  of  “private 
griefs.”  Keconstruction  at  last  seeming  probable;  re- 
trenchment being  loudly  promised ; and  our  tax  system 
in  the  way  of  revision,  the  Currency  Question,  sought  on 
all  sides  to  be  evaded,  now  actually  holds  the  balance  of 
power  between  the  two  great  parties.  Any  man  in  Con- 
gress, with  brains  and  vigor  to  furnish  for  it  a satisfactory 
solution,  may  lead  his  party  to  triumph  next  fall. 

Politicians  may  learn  a valuable  lesson  from  the  late 
record  of  Gen.  Grant.  Though  the  root  of  his  political 
popularity  is  found  in  his  military  fame,  yet  is  its  recent 
rapid  growth  due  more  to  his  business  administration  of 
the  War  Office  than  to  any  other  cause.^  Our  politics 
must  become  practical. 


The  present  writer,  with  no  private  ends  to  serve,  in- 
trudes his  ideas  suggestively,  in  the  hope  of  stimulating 
thought  and  action  in  abler  men.  He  has  aimed  only  at 
general  accuracy  in  his  statistics;  using  them  for  il- 
lustration, and  not  emulating  the  minute  correctness  of 
official  reports.  His  suggestions  were  first  published, 
substantially  as  here  presented,  in  a letter  written  to  the 
New  York  Evening  Post,  late  in  December  last.  The 
hearty  approval  they  received  from  many  of  our  most  emi- 
nent financiers  and  public  men,  is  the  reason  of  their  re- 
publication in  the  present  form. 

CITIZEN. 


New  York,  Jan.  15,  1868. 
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Our  financial  situation  may  be  epitomized  thus  .• — 

First. — A National  Debt  of  ^2, 600.000, 000,  of  which  about 
8400,000,000  are  greenbacks,  and  82,000,000,000  are,  or  soon 
will  be,  bonds  bearing  gold  interest,  mostly  at  six  per  cent. 

Second. — A National  Bank  currency  of  8300,000,000. 

Third. — A high  tariff,  the  duties  under  which,  payable  in  gold, 
are  estimated  at  about  thirty  per  cent,  of  the  invoice  prices  of  the 
goods.  These  duties,  so  far  as  needed,  are  pledged  to  pay  the 
gold  interest  on  the  Funded  Debt. 

Fourth. — An  elaborate  system  of  Internal  Revenue  taxation, 
from  which  but  few  of  our  industries,  and  only  our  humblest  in- 
comes, are  exempt,  and  the  proceeds  of  which  (currency)  are  de- 
signed to  meet  the  general  expenses  of  the  government. 

Fifth, — An  available  balance  in  the  Treasury  of  about  twenty 
million  dollars  currency,  and  eighty  millions  gold,  after  paying 
the  interest  due  January  1st. 

The  Internal  Revenue  can  probably  be  made  to  pay  the  cur- 
rency expenses  of  the  government,  but  cannot  be  relied  on,  under 
present  circumstances,  to  do  more.  The  immediate  emergency  is 
the  coin  expenditure,  consisting  mostly  of  interest  on  the  Funded 
Debt. 


To  meet  this  liability  will  require  about  8120.000,000  each 
year ; and  the  diplomatic  and  other  foreign  expenses,  exclusive 
of  territorial  purchases,  will  probably  increase  the  sum  to  about 
8 140,000,000.  To  procui-e  this  amount  from  the  taxes  on  imported 
goods,  about  8470,000,000  mlist  pass  through  the  custom  houses. 
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The  whole  aggregate  of  foreign  purchases  on  this  estimate,  allow- 
ing for  smuggling  and  undervaluation,  cannot  be  less  than 
$500,000,000.  It  is  computed  by  competent  statists  that  we  an- 
nually pay  to  Europe  in  freights,  dividends  and  expenses  of  foreign 
travel,  over  $100,000,000;  and  thus  the  annual  debit  account  of 
the  country  with  the  old  world,  is  expected  to  exceed  the  enormous 
aggregate  of  $600,000,000  in  gold,  in  order  to  enable  our  govern- 
ment to  pay  the  gold  interest  on  its  Funded  Debt. 

If  we  can  sell  an  equal  amount  of  our  products  abroad,  our 
condition  is  commercially  sound,  and  the  public  credit  safe.  But 
we  are  not  doing  this.  Our  exports  this  year,  reduced  to  gold 
valuation,  will  not  probably  reach  $300,000,000.  If,  in  addition 
to  these,  we  send  abroad  in  payment,  all  the  gold  and  silver  pro-  1 

duced  by  our  mines,  say  $75,000,000,  and  all  received  by  immi- 
gration, say  $25,000,000,  we  still  do  not  bridge  the  gulf  by 
$200,000,000. 

It  may  be  said  that  necessity  will  increase  our  exports.  But 
the  continued  high  prices  of  most  of  these,  except  cotton,  com- 
pared with  the  decline  in  the  general  values  of  imports,  proves 
that  we  have  on  hand  no  surplus.  We  are  compelled  to  settle 
our  foreign  balances  with  government  bonds  and  productive  rail- 
road and  mining  shares  ; which  is  only  changing  the  form  of  the 
debt.  This  expedient  leads  to  poverty.  Our  true  remedy  for 
the  deficiency  is  an  increase  of  our  exportable  products.  This 
can  be  secured  only  by  a revival  of  national  industry  ; and  this 
revival  waits  impatiently  on  political  reconstruction  financial 
reform. 

t 

Both  these  results  depend  on  our  rulers.  The  speedy  consum- 
mation of  the  first  now  seems  probable,  and  promises,  by  restoring 
to  southern  industry  the  guaranty  of  stable  state  laws,  to  greatly 
enlarge  our  productive  area.  But  our  financial  policy  still  appears 
to  be  involved  in  confusion.  I apprehend  that  there  is  no  neces- 
sity for  this ; and  as  the  Currency  Question  seems  to  create  the 
greatest  present  perplexity,  I picpcse,  passing  the  even  more  im- 
portant subjects  of  retrenchment  and  taxation,  to  offer  a few  sug- 
gestions for  its  reform. 
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II. 

Our  perplexities  in  regard  to  our  currency  seem  to  result  from 
its  inconsistencies.  Our  public  financiers  appear  to  be  ignorant 
of  the  nature  of  the  mechanism  they  control,  or  to  have  forgotten 
the  relations  of  the  different  parts.  There  is  nothing  necessarily 
intricate  about  it,  and  no  occasion  for  confusion  or  perplexity.  I 
think  a brief  examination  will  show  that  any  intelligent  man  can 
readily  understand  it,  and  decide  how  it  should  be  operated  under 
given  circumstances. 

Our  present  volume  of  paper  money  is  composed  of  two  distinct 
varieties;  $300,000,000  of  currency  proper,  known  as  National 
Bank  notes  and  about  $400,000,000  of  the  Legal  Tender  notes, 
called  greenbacks.  The  former  are  made  redeemable  in  the  latter, 
which  are  yet  permitted  to  be  greatly  in  excess  of  the  former! 
while  both  are  equally  recognised  as  currency  I Can  a more  ab- 
surd admixture  be  imagined?  and  is  it  strange  that  the  operating 
engineers  of  such  a system,  much  more  the  people  at  large,  should 
be  puzzled  by  the  intricate  sophistries  which  it  prolifically  en- 
genders ? 

These  two  kinds  of  paper  are  totally  dissimilar  in  their  nature 
and  functions.  The  Legal  Tenders  were  created,  in  a national 
emergency,  as  a substitute  for  gold;  the  chief  issue  being  after- 
wards followed  by  that  of  the  Fractional  Notes,  as  a substitute 
for  silver.  Both  were  temporary  in  design.  The  National  Bank 
notes  were  afterwards  authorized,  to  give  the  country  a uniform, 
safe  and  convenient  currency.  This  system  was  intended  to  be 
permanent;  and  correctly  based  the  banking  business  of  the 
country  on  a union  of  public  credit  and  private  capital.  With 
its  establishment,  provision  should  have  been  made  for  the  pay- 
ment and  cancellation  of  the  greenbacks.  If  the  country  was 
then  too  weak  for  the  heroic  treatment  of  immediate  resumption, 
the  relations  of  the  two  kinds  of  paper  could  at  least  have  been 
defined,  their  proportions  adjusted,  and  a mode  and  time  prescribed 
for  the  extinction  of  the  greenbacks. 

I shall  not  pause  to  prove  the  impolicy  of  making  the  green- 
backs a permanen*^  currency,  because  I do  not  believe  the  people 
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intend  this  result.  Their  views  in  regard  to  government  banking, 
have  not  changed  since  the  days  of  Jackson.  All  agree  that  the 
Legal  Tenders  must  be  withdrawn  sometime.  What  shall  take 
their  place  ? and  how  and  when  shall  the  change  be  made  ? 

Nor  do  I think  it  necessary  to  defend  the  National  Banking 
System  as  a whole.  Of  course,  there  are  defects  of  detail;  but 
these,  Congress  has  the  fullest  power  to  correct.  If  the  profits  of 
the  banks  are  too  great,  let  their  taxation  be  increased.  The  fact 
that  the  government  pays  interest  on  their  bonds  is  irrelevant ; 
it  must  do  so  in  any  event,  whether  they  are  used  as  a basis  for 
bank  stock,  or  condemned  to  imprisonment  in  private  vaults.  As 
employed  by  the  banks,  they  become  a source  of  Federal  and 
State  revenue  to  the  extent  of  $16,000,000.  The  people  seem 
satisfied  with  the  system  as  a whole  ; let  it  be . perfected,  and  al- 
lowed to  fulfil  its  function  in  peace. 


Ill, 

Having  ascertained  the  kind  of  currency  we  are  to  have,  we 
must  next  determine  the  amount  needed  at  present.  We  have 
only  about  $600,000,000  in  circulation,  as  about  $100,000,000  of 
the  greenbacks  are  held  by  the  banks  as  a reserve.  Parties  differ 
radically  as  to  whether  this  volume  is  insufficient  or  redundant. 

The  measure  of  the  currency  should  be  the  business  require- 
ments of  the  country  and  its  stock  of  gold  and  silver.  The  present 
aggregate  of  our  imports  and  exports,  compared  with  that  exist- 
ing before  the  war,  is  as  five  to  three.  The  increase  in  coin  is 
about  the  same  ; the  Official  Report  for  1861  being  $275,000,000, 
and  the  best  statistics  showing  it  now  to  be  about  $450,000,000. 
The  growth  of  our  manufactures  and  agricultural  industries  has 
been  still  greater ; immigration  is  largely  increased;  our  Pacific 
and  other  railroads  in  the  new  territories  and  states  have  greatly 
enlarged  the  fields  for  productive  enterprise ; our  occupied  gold 
and  silver  mining  area,  with  its  insatiable  demands  for  machinerv 
and  labor,  is  quadrupled  ; and  the  South  must  have  large  amounts 
in  order  to  enable  her  to  repair  the  ravages  caused  by  the  war. 
In  the  face  of  these  facts,  can  any  man  doubt  that  we  need  from 
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fifty  to  a hundred  per  cent,  more  currency  now  than  we  did  eight 
years  ago?  And  in  spite  of  the  wide  differences  of  statement  in 
t regard  to  the  volume  then,  I cannot  reasonably  conclude  it  to 

have  been  less  than  $400,000,000. 

The  theory  of  redundancy,  then,  seems  to  me  an  error ; and  1 
must  attribute  the  present  depreciation  to  the  confusion  in  its  rela- 
tions and  the  uncertainty  as  to  its  fate.  With  a plain,  practical 
policy,  ensuring  early  redemption  in  coin,  I even  believe 
$1,000,000,000  can  be  profitably  employed,  and  the  gold  premium 
be  made  to  steadily  recede  and  disappear.  But  no  amount  can 
be  excessive,  if  issued  on  a sound  plan,  and  subjected  to  proper 
legal  restraints  ; for  any  excess  of  issue,  would  in  such  a case  re- 
^ main  in  the  banks,  and  unemployed.  Our  safety  lies  in  a safe 

system.  But  as  the  people  have  a wholesome  dread  of  inflation, 
we  will  accept  the  present  circulation  as  sufficient. 


In  regard  to  the  period  for  resuming  specie  payments,  I 

cannot  believe  that  the  people  are  yet  ready  for  the  experiment. 
It  is  true  that  they  are  keenly  alive  to  those  disadvantages  of  an 
inconvertible  currency  by  which  gold  is  made  merchandise,  and 
prices  generally  rendered  unstable  from  its  fluctuations  in  price ; 
but  they  do  not  consider  suspension  an  uiimixed  evil.  It  dis- 
* courages  importation  and  stimulates  exportation,  and  it  frees  our 
domestic  commerce  from  the  gravest  dangers  of  European  panics. 
No  scarcity  of  money  abroad  can  compel  a drain  of  currency  val- 
uable only  at  home.  We  know  how  lightly  the  financial  storms 
of  Europe  have  passed  over  us  during  the  last  two  years : nations 
have  embraced  in  deadly  conflict,  and  insurrections  have  shaken 
thrones,  without  creating  any  serious  monetary  disturbance  here. 
Our  home  commerce  was  scarcely  conscious  of  the  earthquake 
which  crushed  the  Gurneys  and  Petos  of  England,  and  the  ruins 
and  rumblings  of  which,  still  affright  all  Europe.  To  aid  our  suffer- 
ing foreign  friends,  we  paid  some  millions  of  our  maturing  balan- 
ces a little  sooner  than  we  should  otherwise  have  done,  and 
accepted  a wholesome  hint — since  forgotten,  I fear — to  moderate 
our  orders  for  champagnes  and  silks.  To  a country  like  ours,  re- 
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covering  from  so  sore  a conflict,  and  burdened  with  a large  and 
constantly  increasing  foreign  debt,  an  immunity  like  this  is  too 
valuable  to  be  carelessly  surrendered. 

But  I believe  our  financial  policy  should  be  promptly  defined^ 
and  a period  fixed  for  resumption,  that  the  country  may  prepare 
for  it.  The  interval  should  be  long  enough  to  secure  full  recon- 
struction, bridge  over  the  next  Presidential  election,  and  accom- 
plish  a thorough  revival  of  business,  north  and  south  ; in  short,  to 
put  us  in  condition  successfully  to  compete  with  other  countries 
for  the  coin  of  the  world.  The  period  most  satisfactory  to  my 
judgment  is  three  years. 


Having  agreed  that  the  currency  of  the  country,  under  our  sys- 
tem, should  consist  entirely  of  National  Bank  notes,  to  the  extent 
$b00,000,000,  we  should  immediately  jtrovide  lor  the  establish- 
ment of  new  banks  with  an  issue  to  the  amount  of  $300,000,000. 
We  have  also  decided  to  defer  specie  payments  for  three  years, 
and  to  continue  enough  Legal  Tenders  in  existence  for  that  period 
to  furnish  the  banks  with  a paper  redeeming  medium,  not 
liable  to  be  drawn  away  from  the  country.  A safe,  and  probably 
the  best  ratio  of  the  currency  to  the  medium  of  redemption,  is 
three  to  one ; and  we  can  at  once  provide  for  the  payment  and 
cancellation  of  all  our  greenbacks  but  $200,000,000,  and  that 
these  shall  be  held  by  the  banks  as  a reserve.  We  shall  thus 
necessitate  the  withdrawal  of  nearly  $200,000,000  of  Legal 
Tenders  (which  should  include  the  $30,0(»0,000  of  Fractional 
Currency) ; and  the  best  way  of  doing  this,  seems  to  me  to  be 
by  exchanging  for  them  an  equal  amount  of  Ten-Forty  bonds  at 
par.  The  cancellation  of  the  greenbacks,  and  the  new  issue  of 
bank  notes,  can  be  made  to  so  correspond  that  no  disturbance  shall 
be  caused  to  the  currency ; and  to  ensure  the  exchange  of  the 
first  for  the  bonds,  these  last  may  lie  made  the  only  authorized 
basis  for  the  new  banks  till  the  whole  amount  has  been  issued. 
To  ensure  the  value  of  the  remaining  greenbacks,  held  in  reserve 
as  a redeeming  medium,  let  $50,000,000  of  the  present  gold  sur- 
plus in  the  Treasury,  and  an  equal  amount  each  year  for  the 
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three  years,  be  set  aside  as  a Sinking  Fund  for  their  payment  at 
the  end  of  that  period,  which  is  also  to  be  the  accepted  era  of 
general  resumption.  Let  no  more  government  gold  be  sold 
during  this  interval ; and  if  the  surplus  shall  prove  insufficient 
for  the  completion  of  the  Sinking  Fund,  let  the  deficiency  be 
borrowed  and  the  redemption  of  the  greenbacks  surely  effected. 


VI. 

The  effect  of  this  plan  would  be  an  immediate  restoration  of 
commercial  confidence.  An  element  of  certainty  woidd  have 
been  introduced,  most  gratifying  to  the  people,  as  promising  a 
positive  solution  of  our  currency  perplexities,  safe  from  disturb- 
ance by  the  theories  or  speculations  of  whatever  officials  may 
happen  to  be  in  power  at  Washington.  We  shall  secure  resump- 
tion without  contraction.,  and  give  our  business  call  the  stimulus, 
without  the  reaction,  of  inflation.  Numbers  of  the  new  banks 
will  be  established  in  the  South,  which  will  thus  proportionally 
participate  in  the  general  advantage. 

The  greenbacks  would  cease  to  be  currency ; they  w'ould  dis- 
appear from  the  channels  of  trade,  and  be  found  only  in  the  bank 
vaults,  whence  in  periods  of  financial  stringency,  a few  would 
temporarily  emerge.  At  the  end  of  the  three  years,  their  places 
would  be  supplied  by  the  gold  given  in  exchange  for  them  by  the 
government,  and  their  existence  would  become  historical. 

Silver  would  return  to  the  circulation  very  soon.  It  is  now  so 
cheap  that  our  Canadian  neighbors  tax  its  importation  fifteen  per 
cent. ; and  as  the  Fractional  Notes  become  scarce,  and  the  gold 
premium  recedes,  it  would  rapidly  resume  its  old  place.  Prices 
generally  would  be  regulated  by  the  laws  of  trade,  and_business 
transactions  become  founded  on  a stable  basis. 

It  is  true  that  we  shall  have  increased  the  Interest  Account  of 
our  Public  Debt  by  $10,000,000.  But  the  Legal  Tenders  must 
be  paid  sometime;  so  that  this  addition  can  only  be  charged 
temporarily  to  this  plan.  But  we  shall  have  increased  the  public 
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revenues  to  an  extent  still  greater ; for  the  newly  created  $300,- 
000,000  of  bank  stock  will  yield  from  $15,000,000  to  $25,000,000 
to  the  persuasive  pressure  of  Federal  and  State  taxation.  And 
when  the  government  shall  have  decided  the  precise  measures 
needed  to  make  the  National  Currency  safe  and  in  all  respects 
satisfactory,  the  doors  can  be  opened,  as  by  the  old  state  laws,  for 
the  entrance  of  all  who  choose  to  engage  in  the  business. 

Under  this  process,  too,  the  question  of  paying  the  Five-Twenty 
bonds  in  greenbacks  will  lose  all  its  practical  importance,  and  be 
remembered  only  as  a distempered  fancy  that  tormented  our 
sleeping  hours  and  vanished  with  the  dawn.  Coincident  with  the 
completion  of  our  great  Pacific  Railway  lines,  and  the  beginning 
of  the  perpetual  flow  across  our  continent  of  the  world’s  commerce, 
making  its  exchanges  in  New  York  and  San  Francisco,  will  be 
our  final  emancipation  from  the  difficulties  of  our  financial  situa- 
tion. Foreign  capital  will  have  become  more  eager  of  investment 
here;  and  the  impulse  given  to  all  our  business  will  have  filled 
the  Treasury  with  coin  and  currency,  and  prepared  us  to  enter  on 
some  acceptable  course  of  payment  of  the  Funded  Debt.  The 
national  honor  will  have  been  raised  above  the  reach  of  evemenvy, 
and  placed  side  by  side  with  a national  credit  having  no  superior. 
Our  Ten-Forty  bonds  will  command  a premium  in  gold,  and  our 
maturing  options  on  the  Five-Twenties  can  be  used  to  consolidate 
our  Funded  debt  in  these  (to  us)  more  advantageous  obligations. 
What  simpler  and  safer  solution  of  our  currency  difficulties  can 
we  ask  ? or  what  plan  requiring  less  change  of  existing  machinefy, 
and  promising  more  stability  in  its  results? 


